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J  House,  at  the  corner 
of  Wall  and  Water 
Streets,  about  1800. 


New  York  business  the  Tontine  Coffee  House,  two  blocks 
down  Wall  Street  from  The  Bank  of  New  York,  must  have 
a  prominent  place.  Famous  for  its  meals  and  whiskey 
punch,  it  was  the  daily  meeting  place  of  the  city's  leading 
commercial  figures,  and  in  the  absence  of  telephones  and 
ticker  service  it  supplied  an  informal  but  necessary  means 
for  the  exchange  of  business  information.  It  was,  in  fact, 
one  of  the  city's  most  important  mercantile  buildings.  In 
1793,  a  journalist  wrote  of  the  Tontine:  "From  eleven  to 


two  o'clock,  the  merchants,  brokers,  etc.  meet  at  the 
Tontine  Coffee  House,  where  they  transact  all  their 
concerns  in  a  large  way,  and  where  the  politics  of  the  day 
are  considered.  Here,  the  insurance  offices  are  kept:  blank 
checks  on  the  different  banks,  are  ready  for  those  who 
may  want  them,  and  everything  in  the  busy  (business) 
line  transacted." 

SURVIVORS  TAKE  ALL 

An  equally  interesting  aspect  of  the  famous  coffee  house 
was  its  character  as  an  investment.  In  the  close  relation- 
ship of  its  shareowners,  it  forms  a  sharp  contrast  to  most 
investment  situations  today.  Moreover,  it  made  use  of  a 
device  then  popular  in  Europe  but  rare  in  America  which 
is  of  especial  interest  to  life  insurance  men  because  of  the 
light  it  throws  on  life  expectancy  at  a  time  when  there 
were  no  mortality  tables. 

Financing  for  the  Tontine  Coffee  House  was  arranged 
on  a  principle  originated  by  an  Italian,  Count  Lorenzo 
Tonti,  which  provided  that  the  survivor  or  survivors  in  a 
group  investment  would  become  owners  of  the  assets.  In 
the  American  adaptation  of  the  principle,  the  duration  of 
the  investment  depended  not  on  the  lives  of  the  investors 
themselves,  but  on  the  lives  of  designated  nominees. 

Under  the  charter  of  New  York's  Tontine  Association, 
organized  in  1793,  203  shares  in  a  projected  coffee  house 
were  sold  at  $200  each.  Purchase  of  a  share  entitled  the 
subscriber  to  select  anyone  he  chose  as  his  nominee,  whose 


The  "Tontine"  method  of 
group  investing  bears  the 
name  of  a  Neopolitan 
banker,  Count  Lorenzo 
Tonti,  who  developed  this 
principle  while  engaged  in 
business  in  France  in  the 
mid- Seventeenth  Century 


name  was  duly  enrolled  on  the  books  of  the  Association 
along  with  that  of  the  investor.  As  long  as  the  nominees 
lived,  the  investor  would  draw  dividends  from  the  earnings 
of  the  coffee  house.  When  a  nominee  died,  earnings  would 
be  divided  among  the  investors  still  qualified  by  the 
survival  of  their  nominees.  This  would  continue  until 
seven  nominees  were  left,  at  which  time  the  property 
would  be  liquidated  and  the  proceeds  divided  among  the 
heirs  or  assignees  of  their  sponsors. 

COMMERCIAL  NERVE  CENTERS 

The  Tontine  Coffee  House  was  an  immediate  and  un- 
qualified success.  In  its  heyday  it  was  one  of  The  Bank  of 
New  York's  most  interesting  neighbors  and  one  with 
which  it  had  close  ties.  It  was  built  on  the  northwest 
corner  of  Wall  and  Water  Streets,  where  the  Merchant's 


Coffee  House  originally  stood,  within  whose  walls  the 
Bank  was  founded  in  1784.  The  activities  of  an  enterpris- 
ing commercial  class  gave  rise  to  both  institutions.  The 
Bank  then  served,  as  it  still  serves  today,  the  financing 
requirements  of  business  men  and  their  enterprises.  Many 
of  the  original  stockholders  of  the  Bank  became  sub- 
scribers of  the  Tontine  Association.  Of  the  five  first 
trustees  of  the  coffee  house,  three  were  stockholders  of 
The  Bank  of  New  York,  and  one  of  them,  Gulian  Ver- 
planck,  was  the  Bank's  president  from  1791  to  1799. 

Here  the  leading  merchants,  arbiters  of  the  city's  social 
as  well  as  its  business  life,  lunched  daily  at  one  o'clock, 
and  discussed  commodity  prices,  ship  arrivals  and  their 
cargoes,  projects  for  civic  improvement,  and  the  news  of 
the  day.  They  determined  what  could  be  done  under 
Mr.  Jefferson's  Embargo  Act,  made  plans  for  the  defense 


East  River  wharves  were  jammed  with  square-rigged  merchant  ships. 


of  the  city  against  the  British  in  the  War  of  1812,  and 
measured  the  prospects  for  western  trade  when  the  Erie 
Canal  should  be  opened.  They  were  the  first  to  learn  of  the 
tragic  death  of  Alexander  Hamilton,  one  of  The  Bank  of 
New  York's  founders,  through  a  notice  pinned  to  the 
Tontine  Coffee  House  door. 

Here  shipowners  sought  out  underwriters  to  cover 
marine  insurance  for  the  next  voyage  of  their  vessels — 
whose  arrivals  and  departures  were  logged  in  two  books 
kept  at  the  Tontine.  Here,  from  the  platform  at  the  head 
of  the  stairway,  merchandise  stored  on  East  River  slips 
was  sold  at  auction.  And  here,  when  The  Bank  of  New 
York  had  moved  into  its  own  building  on  the  corner  of 
Wall  and  William,  its  first  home,  the  Walton  House,  was 
sold  under  the  auctioneer's  gavel  in  1798. 

Even  after  the  Tontine  had  lost  its  importance  as  the 
center  of  New  York's  mercantile  life,  the  property  re- 
mained productive.  In  later  years  the  premises  were  let 
for  general  commercial  purposes.  Shortly  before  the  Civil 
War  an  enterprising  builder  obtained  the  consent  of  the 
Tontine  trustees  to  demolish  the  original  building  and 
erected  a  larger  one  that  paid  a  substantial  rental. 

HEALTHFUL  NEW  YORK  CITY  AIR 

The  Tontine  wager  of  dividends  against  longevity  was 
decidedly  an  interesting  one  in  an  age  when  yellow  fever 
and  cholera  epidemics  were  frequent  and  mortality  rates 
high.  The  average  age  of  the  Tontine  nominees  when 


they  were  chosen  in  1793  and  1794  was  between  five  and 
ten  years.  The  record  of  their  survivorship  aroused  general 
astonishment  and  not  a  little  pride,  since  it  was  about 
one-third  better  than  the  best  European  estimates.  This 
fact  was  pointed  to  as  proof  of  the  healthfulness  of  New 
York  City  air. 

By  mid-Nineteenth  Century  there  were  still  60  survivors 
of  the  203  nominees,  and  price  of  a  Tontine  share  had 
risen  to  between  $2,000  and  $3,000.  The  end  of  the  venture 
did  not  come  until  1876  after  82  years,  when,  as  the 
original  charter  had  specified,  only  seven  nominees  sur- 
vived. The  Tontine  property  brought  something  over 
$138,000  at  public  auction  to  the  holders  of  the  Tontine 
shares  represented  by  these  seven  nominees. 

The  only  current  reminder  of  a  once  famous  institution 
is  the  occasional  use  of  the  term  "Tontine;"  when,  for 
instance  the  members  of  a  Board  of  Directors  who  attend 
a  meeting  divide  the  fees  of  those  who  are  absent,  they 
are  said  to  be  following  the  "Tontine"  system. 

INVESTMENT  HORIZONS  TODAY 

Fortunately  the  analyst  of  today's  investments  need  not 
also  be  an  actuary.  His  responsibilities  are  broad  enough 
in  measuring  earnings  expectancy  without  the  further 
complication  of  life  expectancy. 

For  the  original  subscribers  of  the  Tontine,  the  earnings 
capacity  of  their  project  was  a  matter  of  simple  observa- 
tion; a  stroll  down  Wall  Street  on  any  business  day  would 
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furnish  visible  proof  of  the  success  of  their  enterprise. 

For  today's  managers  of  large  invested  funds,  the 
measurement  of  investment  quality  is  not  so  simple.  Long 
market  experience  and  extensive  investment  research  facil- 
ities, such  as  those  provided  by  the  Bank  of  New  York's 
Trust  and  Investment  Departments,  are  necessary.  The 
Bank  is  equipped  to  act  as  Executor  of  Estates,  Trustee 
under  Wills  and  Trustee  under  Living  or  Voluntary 
Trusts,  as  well  as  to  administer  Common  Trust  Funds  and 
to  serve  as  Guardian  of  Property. 


The  Bank  of  New  York  offers  the  experience  of  over  a 
century  and  a  quarter  in  the  trust  field.  It  takes  great 
pride  in  seeing  that  its  customers  receive  service  which  is 
thoughtful,  considered  and  adapted  to  individual  needs. 

The  Bank's  main  ofiice  is  at  48  Wall  Street.  The  Fifth 
Avenue  Bank  Office  is  at  530  Fifth  Avenue;  other  uptown 
offices  are  located  on  Madison  Avenue  at  63rd  and  73rd 
Streets. 


MEMBER     FEDERAL     DEPOSIT     INSURANCE  CORPORATION 


".  .  .  there  is  a  real  place  in  New 
York  for  conservatively  managed 
banks  and  trust  companies  of  mod- 
erate size  where  customers  may  have 
easy  access  to  and  personal  acquaint- 
ance with  the  senior  officers ..." 

QUOTED  FROM 

"THE  BANK  OF  NEW  YORK'S  DECLARATION  OF  PRINCIPLES" 


